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Deer Mr. Spezker:

There is transmitted herewith a éraft bill, "To zuthorize
the Secretary of the Treasury to issue regulations toc recuire
that wages and salaries of Federal emplovees be paid by elec-
tronic funds transfer or any other method determined by the
Secretary to be in the interest of economy or effectiveness,
with sufficient safeguards over the contreol of, and accounting
for, public funés."

The primary purpose of this bill is to improve operazting
efficiency, increazse productivity and reduce the costs zsso-
ciated wich current payments of Federal szlaries and wages. 2
cost study oI Federal salary payments based on fiscal yezr 1882
date, revezls thet It cost Treasury $.28 for each salary check
issued. Cther costs associzted with Federal salary payments
made by check are borne by emploving agencies anéd not included
in this figure. These costs are not readily gquantifiable in
terms of rezl savings but it is estimated that considerzble
improvement in operating efficliencies and productivity would
resuit. Costs associated with payments currently made by
electronic funds transfer ("EFT") average $.08 for each salary
payment made. Bazsed on these data, savings of approximately
$.20 are reelized for each Federzl szlary payment that is con-

-verted from check to EFT.

Treasury begéan a program in 1878 to promote the conversion
of Federa. sezlary pzyments to EFT. This program is commonly
celled the Direct Deposit Program. It has been highly success-
ful andé well received in those agencies where it has been im-
plemented. s of December 1982, there were approximately 2.8
million Federazl employees. Approximaztely 74 million pavments
of net pay &re made annually by Treasury and other disbursing
activities.
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Conversion of Federel selary peyments to EFT will totally
eliminazte the possibility that these payments will be lost or
stolen from employees in circumstances that obligate the United
Stztes to make replacement payments. Payments made without
checks will preclude the possibility that checks will be stolen
and forged. :

The draft bill authorizes the Secretary of the Treasury to
issue regulations requiring that wages and salarles of Tederazl
emplovees be paid by IFT, cr by other methods determined to be
economical, safe and effective., However, the Secretary would
have sufficient discretion to permit checks to continue to be
used for some categories of wage and salary payments and indi-
vidual circumstances. hat flexibility would be exercised in
the regulz+ions issued under the statute. The bill retains the
Secretary's zuthority to make payments of other than wages and
szlaries by means other than check, when the recipient of the
peyment so requests. 31 ¥.S5.C. 3332(f). The draft bill also
zuthorizes the Secretzry to set an upper limit on the number of
2)lotments an emplovee may make under any allotment authority.

Tt would be apprecicted if you would ey this proposed
5ill before the House of Representatives. 2an Identical bill
hes been transmitted to the President of the Senate,.

The Office of Maznagement and Budget has advised thet the
osed legislation is consistent with the President's
r
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Sincerely,

V2 2 T2

R.7T. McNemer

The Honorable

Thomas P. 0O'Neill, Jr.

Spezker cf the House
of Representatives

washington, T.C. Z051
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To authorize the Secretarg of the Treasury to issue regulations
to require that wages and salaries of Federal employees be paid
by electronic funds transfer or any other method determined by
the Secretery to be In the interest of economy or effective-
ness, with sufficlent safeguards over the contrel of, and

accounting for, public funds.

Be it ernzcted by the Senate and House ¢f Representatives of the

United States of America in Congress zssembled, That section

-

3332 of title 31, United States Code, is amended by striking
subsections (b), (¢}, (4), and (e), and substituting the fol-

lowing subsections (b), (¢}, and (&) in lieu thereof:

"(b) Notwithstanding any other provision of
law, the Secretary of the Trezsury may issue
regculations reguiring that, where he determines

it to be .,practicable, wzges ans szlaries of
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employees of each agency be paid by electronic
funés transfer or any other method determined by
the Secretzry to be in the interest of econecmy
or effectivenesss, with sufficient safeguards
over the contrel of, anéd accounting for, public
funds. The Secretary may issue regulations re-
guiring employees of eaéh agency to designate
the financial organization they choose to re-
ceive payments of thelr wages and salaries.

The head of each zgency shell include in cer-—
tifications of payments of wages and szlaries
infermation reguired by the Secretary about the
financial organizations chosen by the agency's

employees.

"{c) Payment of an amount by the United

States by methods authorized pursuznt to sub-

sections (b)) or (e) of this section, and
accepted by a financial organization for hand-

ling in accordance with applicable regulations,
shall constitute full acquittance of the United

States for that amount.
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"{d) The Secretary mey include in the reg-
ulations issuved pursuant to this subsection =2
.
limit on the number of allotments thet may be
macde from any payment when, in the Secretary's
Judgment, such a limit is desirable to protect

the Government's disbursing systems against un-

reasonable expense."

Sec. 2. That subsection (£f) of section 3332 of title 31,
United States Code, is redesignated subsection {e) and is
eamended by adding "of other than wages and saslaries” after

"payment.”

Sec. 3. That subsection (g) of section 3332 of title 31,
United States Code, is redesignated subsection (f) zand is
amended by striking "The" in the first sentence and substi~
tvting in lieu thereof “"Notwithstanding subsection (b} of this

section, the."

Sec. 4. This Act shell be effective upon enactment.
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